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MORTGAGE RECORDINGS STILL HIGH 
| N the past year we have extended our mortgage activity survey to five more 














cities. This makes 25 cities added to our list in the last two years. We now 
report mortgage activity on the 70 cities charted on pages 197 through 203. 


Over most of the country mortgage recordings are holding up very well. Ina ~ 
few isolated spots they are reaching toward new highs. Thus far the rigors caused 
by Regulation X* have been felt only faintly at this level of mortgage processing, 
As HHFAdministrator Raymond Foley pointed out the other day, there are two 
schools of thought regarding the effects of the credit restrictions. One school 
feels that 1951 housing starts will greatly exceed the goal of 850, 000 set several 
months ago and that mortgage activity will continue high. The other school feels 
that a great deal of credit relaxation will be necessary in order to reach the goal. 
We have talked with a good many mortgage lenders and builders, and most of them 
believe that it is still too soon to tell how deep a bite the Regulation will take. Our 
guess is that the bite will result in a drop of from 35 to 40% in housing starts. 


One somewhat isolated example of what Regulation X might accomplish is found 
in a recent release by the Bureau of Labor Statistics. This release reports that 
about three-fourths of the houses completed in the last quarter of 1950 in the Wash- 
ington, D. C., Metropolitan Area were bought under more lenient credit terms 
than are now available. This report goes on to say that one-fourth of the buyers 
paid nothing down and that another one-fifth of the buyers paid less than 5% down. 
In other words, about 45% of these sales were made with less than a 5% equity. 


Of course, it would be a mistake to assume that Regulation X would have elimi- 
nated all of these buyers who bought on the more lenient terms. No doubt some 
of them, perhaps a good many, could have dug down a little deeper in order to com- 
ply with “X.” On the other hand, it seems logical to believe that 2. substantial num- 
ber of them would have been knocked out of the market. 


There are several other more widespread indications that mortgage activity in 
new building will soon head downward in earnest. Turn to the chart on page 196. 
Here you will see the monthly level of FHA and VA applications for one- to four- 
family home loans compared with the number of one- and two-family dwelling units 
started each month. Notice that VA applications started a long steady climb in 
early 1949. This course continued until August 1950. It slumped slightly in Sep- 

(cont. on page 205) 





* Although Regulation.X applies only to conventional loans, we will use the term to 
include the October 12 credit restrictions in FHA-VA loans, also. 
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PERCENTAGE CHANGE IN MORTGAGE ACTIVITY 
(FROM AUGUST 1950 - JANUARY 1951) 
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MORTGAGE RECORDINGS STILL HIGH 
(cont. from page 195) 
tember, recovered part way in October. and then really hit the skids as Regulation 
X moved on to the scene. VA applications are not exactly in the doldrums, but they 
certainly have reacted sharply to *X.” 


FHA applications are also a great deal lower. They reached their all-time 
peak in May of 1950 and dropped rapidly for four months. Then they recovered 
strongly in October, just in time to get knocked down again by Regulation X. Novem- 
ber saw them at their lowest point in four years and so far their recovery has been 
very slow. Of course, there’s no reason to be surprised. We do not feel that we 


are reporting some epoch-making event. This drastic drop in applications is the 
natural result of drastic credit tightening. 


FHA commitments are also down. The December 1950 total covered only 23, 752 
units, only 46% of the December 1949 total and lower than any month for the last 
several years. These declines in government-insured loans become all the more 
important when we remember that their volume has been running better than a 
third (34%) of all home mortgages of less than $20, 000. 


It seems logical to assume that government-insured mortgages are going to 
show a bigger drop than will conventional mortgages. Furthermore, it seems that 
FHA loans will show more shrinkage in volume than will VA loans. This is partly 
because the credit terms of the FHA have been cut back the most sharply. VA 
credit terms, while not cut so drastically as FHA terms, were still cut more sharply 
than were the terms of most conventional loans. Moreover, conventional loans on 
older homes can still be justas liberal as the mortgagee will allow, while government- 
insured loans on these homes have been restricted. 


Mortgage activity as indicated by mortgage recordings is shown by the charts 
on pages 197 through 203. Activity in each city is shown by the blue line and is com- 
pared with the national average shown by the red line. At first glance it becomes 
apparent that there is a tremendous difference between the mortgage activity in 
these 70 cities. Although it is possible to group these cities into geographic regions 
that follow a fairly consistent pattern, there are a few cities in each region that do 
not conform to this pattern. For example, the entire New England-Middle Atlantic 
region is far below the national average, but the 20 cities making up this region 
vary considerably in their distance below the average. Moreover, Worcester, 
Massachusetts, has comparedfavorably with the national average for the last 10 years. 


The bar chart on the opposite page shows how widely another phase of mortgage 
activity varies from one city to another. This chart shows the percentage of change 
in * 2 level of eachcity’s mortgage activity from August 1950 through January 1951. 
August was chosen as a Starting point because it most nearly marks the beginning 
of the first credit restrictions. The chart shows that Springfield, Ohio, suffered 
a 40% drop in mortgage activity during the August 1950-January 1951 period. The 
red bars indicate declines during this period while the blue bars represent gains. If 
you will look back at the individual charts on the cities showing gains you will see that 
the four New York cities are still substantially below the national average. You will 
also notice that Houston’s rapid rise is of quite recent origin. For the past few years 
it followed the national average pretty well, and prior to that was below it. 

















HERE have been a number of significant 

changes in the housing and population pic- 

ture during the last ten years. Some of 

the most outstanding changes are shown by the 

small map at the left. The States shaded blue 

are those States that lost rural population. In 

other words, there has been a tendency in these 

“blue ” States for portions of the rural population 

to drift away, either to the cities or to rural lo- 

cations in other States. Oklanoma, Arkansas and Texas lost the greatest percentage 

of their rural populations during the 1940-1950 period, with declines of 23%, 15% and 

12%, respectively. These decreases were undoubtedly caused bythe rapid development 

of various manufacturing industries, opening of new oil fields, and the general 

boom level of urban activities in the Southwest region. These new industries and 
activities drew much of their new labor from the rural areas. 


The drop in rural population in the big wheat-producing States was caused by 
the more widespread use of mechanized equipment, thereby cutting down require- 
ments for labor in the rural districts. Missouri lost rural population to its big indus- 
trial cities of St. Louis and Kansas City. The other “blue” States lost a relatively 
small percentage of their rural population and this loss can be attributed to the slow 
and natural drift toward the cities that has been going on in this country since 1800. 


The States shaded red are those States whose rural population increased by a 
greater percentage than did their urban population. This does not mean that a “back- 
to-the-farm ” movement has developed in these ‘red” States. This increase in rural 
population has probably occurred in the rural nonfarm classification. In other 
words, the unincorporated fringes around cities have built up during the last decade, 
and, according to the old* definition, these areas are classified as rural, even though 
most of their inhabitants are urban in their habits, tastes and method of earninga 


‘| living (and are classified as urban under the 1950 definition). While these figures 


do not show a “back-to-the-farm” movement, they do tend to highlight the extent 
of decentralization that is going on in many of the older cities in the East and in 
the rapidly growing, sprawling communities on the West Coast. 


In some States it would not be surprising to find that farm population has shown 
a larger percentage increase than has urban population during the 1940-1950 pe- 
riod. California, for example, recorded a 73% increase in its rural population 
(against a 43% increase in urban). Of course, a lot of this 73% increase is attribut- 
able to the quirk in definition of urban and rural areas. But few States can boast 
of such strides in agriculture or such a cash income from their agricultural prod- 
ucts. There’s plenty of incentive to go into California agriculture. 








*The Census Bureau changed its definition of urban areas in the 1950 Census. There- 
fore, it is impossible to compare the change in urban population between 1940 and 
1950 by defining “urban” one way in 1940 and another way in 1950. In this particu- 
lar case we have applied the “old” definition of urban areas to the 1940 and 1950 
figures in order to have a basis for comparison. 
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In summary, this map indicates that in most of the important agricultural States 
the tendency is for the rural population to move toward the city. In these cases, the 
largest portion of the rural population that is doing the moving is coming in from the 
farming communities. This tendency is probably found in all States, but it is a domi- 
nant tendency in the “blue” States. On the other hand, the important industrial 
States of the East have seen their urban population shift rapidly toward the fringe 
into rural areas. Here, again, this tendency is found throughout the country, but 
it is a dominant tendency in the “red” States. 


The map on page 208 shows the percentage of urban population in each State. 
The red portion of each pie chart shows the portion of the State ’s population that is 
classified as urban. The figure in the chart designates the percentage of population 
classified as urban. Naturally, the highly industrialized States of the East show 
the greatest percentage of urban population. The leaders are New Jersey, 87% 
urban; New York, 86%; Massachusetts and Rhode Island, 85% each. Somewhat sur- 
prising is the fact that 81% of California population is now classified as urban. 
Although California has developed considerable industry, its large proportion of 
urban population is probably mostly the result of the change in definition, which 
throws many fringe areas formerly classified as rural into the urban class. The 
States where the urban population makes up less than a third of the total are North 
Dakota, 27%; Mississippi, 28%; and South Dakota and Arkansas, 33% each. 


The map below shows the percentage of increase (1940-1950) in the number of 
dwelling units in each State; the map at the top of page 209 shows the percentage of 
(cont. on page 210) 


PERCENTAGE INCREASE IN THE NUMBER OF DWELLING UNITS 
BY STATES - 1!940-1950 
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“43 1940 - 1950 
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POPULATION AND HOUSING CHANGES BY STATES 
(cont. from page 207) 
increase in population in each State; and the map at the bottom of page 209 shows the 
numerical increase in population per State. 


The first of these three maps shows that the greatest percentage of increase in 
the number of dwelling units occurred in the West and in three States along the East 
Coast. The lowest percentage increase occurred in the States in the Missouri River 
and Lower Mississippi River Valleys. Arizona, with its feverish building activity in 
the vicinity of Tucson and Phoenix, led all States with a 63.9% increase during the 
ten-year period. Florida, once more booming, wound up in second place with an 
increase of 62.8% in its number of dwelling units. At the other extreme, Nebraska 
and the two Dakotas have done very little in the way of new residential building. 


Several interesting comparisons can be made between the map showing per- 
centage of population increase and percentage of increase in the number of dwell- 
ing units. For example, let’s look at the States with the lowest increase in the 
number of dwelling units. These States are colored blue and are mostly in the 
Missouri and Mississippi River Valleys. Although these States showed very small 
percentage increases in the number of dwelling units, the percentage of their popu- 
lation increase was a great deal less. Missouri gained only 11.3% in its number of 
dwelling units, but its population gain was only 3.9%. South Dakota gained 8.5% in 
the number of its dwelling units, but only picked up 1.1% in population. 


At the other end of the scale the difference between the two was not so wide. 
Arizona gained 63.9% in its number of dwelling units and gained 49. 3% in popula- 
tion. The increases in California were quite close - dwelling units gained 54.2% 
and population gained 51.9%. 


Before someone else reminds us of the fact, let us point out that population 
changes are not always a good gauge of changes in housing demand. To illustrate 
this, let’s take the figures that are available on Oklahoma. From 1940-1950 Okla- 
homa lost 4. 8% of its population and yet it gained 10. 5% in its number of dwelling 
units. Breaking down the population figures, however, we see that Oklahoma gained 
25.2% in its urban population, and lost 22.9% in its rural population. In breaking 
the figures down a bit further we find that in 1940 Oklahoma’s urban population 
was 38% of its total. During the 1940-1950 period it increased 25.2%. In other 
words, without a loss in the rural regions the State population should have in- 
creased 9.6% (38% x 25.2%). The reason we ignore the loss in rural population 
in this instance is because this loss does not add anything to the housing supply. 
It simply means a shift in demand. Therefore, while the entire State lost nearly 
5% of its population, the remaining 95% shifted around in such a manner that roughly 
10% more housing was required. Thus the 10.5% increase in the number of dwelling 
units seems to be perfectly reasonable, even in the face of a drop in population. 


Although the figures comparing population changes with changes in the housing 
supply do not conclusively prove that the housing shortage is over, they certainly 
indicate that a serious mistake might be made in extending the rent control laws 
for any protracted period or by nullifying the “home rule” provisions of the present 
bill. More effective and realistic steps to combat inflation can and should be taken 
before the government moves to continue its hold on private property. 
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